
Federal Communications Commission 
Washington, D.C. 20554 

May 29, 2002 

Mr  Jeffrey Ward 
Senior Vice President - Regulatory Compliance 
Verizon 
13 I O  North Courthouse Rd. - 4” floor 
Arlington, VA 22201 

Dear Mr Ward: 

This letter addresses requests for interpretations and/or issues that have arisen in the 
context of audits relating to Verizon Communications, Inc.’s (Verizon) compliance with the Bell 
Ailamic ,GTEMerger Conditiorn (“Merger Coiiditiotis”). We reiterate three audit requirements 
with which Verizon must comply pursuant to the Merger Conditions. First, Verizon’s general 
merger conditions audit’ must examine Verizon’s entire performance measurements collection 
process. Second, Verizon’s general merger conditions audit must examine Verizon’s 
compliance in all states, even if Verizon has obtained section 271 approval in a state. Finally, 
\‘erizon’s Genuity conditions audit must examine Verizon’s special access service quality data 
for potential discrimination. 

We also extend the audit report deadline for the portions of the audits addressed in this 
letter from June 1, 2002 to October 1. 2002 to allow Verizon’s independent auditor time to 
complete the necessary audit work. All existing Enforcement Bureau (“Bureau”) oversight 
procedures will apply. For example, the independent auditors will submit their preliminary audit 
programs to the Bureau’s Audit Staff for review prior to beginning audit work and shall seek any 
rule interpretations necessary to complete the audit.’ 

1. Accuracv and Comoleteness 

The Bell A/lnrific~GTEMerger. Coridirioiis require Verizon to submit an audit report that 
contains “a statement regarding the accuracy and completeness of the performance data provided 

I GTE Corporation. Transfiror, andBell.3flantic Corporution, Transjree, For Consenf lo Transfer Conrrol of 
Doniestic and hrernational Sections 214 and 310.4u~horizutions and.lpplicatIon to TransJer Control o/a 
Subniurfne Cable Londng License. Memorandum Opinion and Order. 15 FCC Rcd 11032. at Appendix D, 3 56 
(2000) (BeN.ltluntic’GTE Merger Order or Bell Allmitic,GTE Merger Condifions). By “general merger conditions 
audit.“ we niean the audit required by paragrdph 56 of Appendn D of the Bell.ltluntic’GTE?rger Order. This 
audit covers Verizon‘s compliance with all the merger conditions except Conditiorl 1. Adunced Senicer Zfiliate. 
and the Genuity conditions. 

- B e / / . ~ r / u n r ~ c . G T E . ~ ~ e r ~ e r  Order at Appendix D. : 56(a)-(b) 



to telecommunications carriers and regulators under these Conditions.”3 The ilftrgt‘r. (70rlt//r/o,,., 
require Verizon to follow the business rules for the performance measurements to ensure that the 
performance data are complete and accuratet4 In order to make a statement regarding the 
measurements’ “accuracy and completeness,” the audit must determine whether Verizon adhered 
to the business rules. This testing necessarily requires an examination of Verizon‘s entire 
performance measurements collection and reponing process. including a deterniination that ail 
the relevant data available within the Operations Suppon Systems are collected completel!.. For 
example, the audit must determine whether Verizon time-stamps all orders at the point 
prescribed by the business rules, whether Verizon includes and excludes all the activity required 
by the business rules, and whether Verizon calculates the performance result using all the data 
according to the business rules. As the Bureau has found previously, performance data accuracy 
depends entirely on corxct application of all the business rules.’ 

Verizon’s independent auditor has informed the Bureau that it has only tested a portion of 
Verizon’s performance measurement process ( i e . ,  from what Verizon calls the “pull-point” stage 
to the reporting stage). Omission of the initial stages of Verizon’s performance measurement 
process from the audit, e.g., time-stamping incoming competitive LEC orders or coding orders as 
“exclusions,” makes it impossible for the independent auditor to make a statement on the 
completeness and accuracy of Verizon’s performance data. AS a result, the audit as currently 
structured will not satisfy the Merger Coiidifions’ “accuracy and completeness” requirement. 
We therefore direct Verizon to ensure that the audit examine Verizon’s entire performance 
measurement process as described above. 

2 .  State Performance Measurements for UNELine Sharinn Audit 

Paragraph 28(a) of the Merger Codiliom requires Verizon to submit an audit report 
regarding its compliance with the Commission’s UNE and line sharing requirements.6 Those 
requirements include Verizon’s obligation to provide U N E s  in a non-discriminatory manner.’ As 
part of this engagement, the independent auditor must assess whether Verizon provides UNEs 
throughout its service territory in a non-discriminatory manner. Verizon’s independent auditor 
has informed the Bureau that it will not consider Verizon‘s UNE performance measurement data 

~~~~ ~ ~ 

’ B e / / . l r / a n l r c , G T E ~ ~ e r ~ e r  Order at Appendix D. : 56(n. 

’’ .‘Business rules“ means the Bell;lt/anoc GTE .I/erpcr Co~~drrroi i .~ requircinents for collecting rclev;int perfomlance 
d;itu and applying relevant performance standards. The business d e s  31so allon Verizon 10 exclude from Ole 
reponed data certain specific hpes  of data. The business rules for Uie Condidon V camer-to-carrier perfornlance 
dnta. for esample. are contained in Appendix D. Attaclinients A-2a and A-Zb. The ”accuracy ;ind completeness” 
requirement applies to Verizon‘s Condition V local c;urier-to-cmier performance data: Condition XI>: special 
access perfornlance data: and Condition XlX NARUC White Paper service qualih data. 

‘See.  e . p ,  Order qfFoor/eirure. In IheMurrer o/Sb’C Conmniun/ca/ion.c lnc.. File NO. EB-00-IH-0132. 16 FCC Rcd 
5535.  5512-11. w 19-20 (Ed. Bur. re]. Mar. 1 5 ,  2oll1). 

’ Although tlie .Ifrrger Order refers to the requirements as “W a i d  “line sharing.” we refer to tliese requirements 
collectively as TJNE rules.” 

~See .e .g . ,  4 7 C . F . R .  ~ ~ 5 1 . 3 1 1 . 5 l . 3 1 3 . 5 1 . 3 2 1  



in its evaluation of Verizon’s compliance for those states in which Verizon has received section 
271 authority.* Specifically, Verizon’s auditor states that an evaluation of Verizon’s 
performance measurement data is unnecessary in states where Condition V’s performance data 
reporting requirement has sunset with Verizon’s receipt of section 271 authority. 

Verizon’s obligation to comply with the audit and the Commission’s UNE rules is 
unrelated to its obligation to comply with Condition V’s Carrier-&Carrier Performance Plan 
(“Performance Plan”). In fact, the Commission expressly stated in the Merger Order that the 
Performance Plan is not intended as evidence of Verizon’s compliance with the Commission’s 
Uh‘E rules.’ Therefore, the sunset of the Condition V in a given state is irrelevant to the requisite 
assessment of Verizon’s compliance with the Commission’s UNE rules. 

.As the Commission has stated many times, performance data are the best evidence of a 
BOC’s compliance with the Commission’s section 271 checklist, which includes provision of 
UNEs pursuant to section 251(c) of the Act and the Commission’s implementing rules.’” 
Verizon’s audit of its compliance with the U N E  rules must therefore include an analysis of 
performance data for all Verizon states. Because state-approved performance data is readily 
available to assist in evaluating Verizon’s compliance for the purposes of the audit, we expect 
the independent auditor to use such performance data to evaluate Verizon’s compliance with the 
UNE rules in states where no federal performance data is available. We direct Verizon to ensure 
that its audit contain an evaluation of performance data for UNEs throughout Verizon’s service 
territory. This evaluation may be based on performance data Verizon reported to state 
commissions during the engagement period.” 

3 .  Genuitv Performance Data 

On March 14, 2002 and March 2 5 ,  2002, Verizon informed Bureau staff that it does not 
believe that an assessment of potential discrimination based on the special access performance 

See Letter from John Horan. PricelVdterhouseCoopers. to Anthony Dale. Assistant Chief. In~estigations and 
Hearings Division. Enforcement Bureau. Federdl Communications Conmission. at 1 (Apr. 23. 2002). 

’ See Merger Order, 15 FCC Rcd at 14146,: 253 (”Nor are the conhtions that we adopt today intended lo be 
considered as an interpretation of sections of the Communications Act. especially sections 251. 252. 271 and 272. or 
the Comnussion’s rules . . . For example. the Carrier-to-Canier Performance Plan is not meant to substitute for any 
enforcement mechanisms that the Commission ma! adopt in the section 271 conteiT (;.e.. anti-backsliding 
iiieasures). nor substitute for state performance measure plans. All of the conditions that we adopt today are merger- 
specific and not deternunative of the obligations imposed b!~ the Act or our rules on Bell Atlantic. GTE or any other 
telecon~munications carrier.” 

“’ See, e.p,  .dpp/icarion of Verizon Penn.ylvania. Inc., b2nzon Long Disrance, Pkrizon Enrerprise Solution,v, 
I ’ercon G/obo/ Nemorkr, lnc., and I’erizon Select Services. lnc.. Jor Authorization ro Provide In-Region, Inrerl-4 T.4 
S e n m ~ ~  in Penn.?hania. CC Docket No. 01-138. Memorandum Opinion and Order, 16 FCC Rcd 17119. 17432.r 
2 1  (2001). 

I 1  These audit requirements enabling the assessment of uast conduct are unaffected bv the recent deciqion ofth? 
~~~~~~ ~. ~~~~ ~~~~~~. -. 

United States Coun of Appeals for the District of Coluiiibia Circuit in Ciiired Stares ?e/econi Association 1,. FCC, 
2002 WESTLAW 1040574 (D.C. Cir. 2002). 
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data is within the scope of the Genuity audit." We disasree. The A4erprr Corrdiriuris require 
Verizon to provide to the Commission an audit report assessing the comparative sewice qualit? 
levels of its provisioning of special access services to Genuity and to other companies To the 
extent that there is any ambiguity in the Merger Corid//ioris on this point. the explicit text of the 
Merger Order clarifies it.'4 The Commission states unequivocally in the Merger Order that it 
expects Verizon's auditor to examine Verizon's special access performance data to derect an! 
discrimination in favor 0fGenuity.I' Moreover, we note that, on November 8, 2001. the 
Common Carrier Bureau directed Verizon's auditor to evaluate Verizon's special access data for 
potential discrimination. l 6  Therefore, we conclude that Verizon's Genuity audit must include the 
independent auditor's review and assessment of Verizon's special access performance data to 
determine if Verizon discriminates in favor of Genuity compared to other special access 
customers. 

Verizon's independent auditor has asked the Bureau how it should evaluate whether 
Verizon has discriminated in the provisioning of special access services. As the Commission 
has mentioned previously, section 202(a) of the Act provides the proper standard to evaluate 
special access discrimination.lR As the Commission has noted, evaluating discrimination under 
section 202(a) is a three-step process: (1)  determining which services are ''like'' services; ( 2 )  
determining whether there are service quality differences for like services; and (3)  determining 
whether those differences are unjust or unreasonable. I9 Verizon's independent auditor has 
informed the Bureau's Audit Staff that to compare like services consistent with section 202(a). it 
requested a disaggregation of Verizon's performance data by service-level (/.e.,  DS-0, DS-I, DS- 

~ ~~ 

See Letter from Jeffrey Ward. Senior Vice President Replaton, Conipliance. Verizon. to Antlion! Dale. 
Assistant Chef. Investigations and Hearings Division. Enforcement Bureau. Federal Communications Conimission 
at 1 (Mar 25. 2002) (Verizon March 25" Letter). 

' I  See .\lerger Cuitd;lioit.~ at Appendn B. 23 (requiring Veriron 10 provide an audir regarding its coniplinnce with 
Uie "these conditions"): Appendix D. 53 (requiring Verizon to provide to auditor service qualit\. perfornrance data 
shoning "the service levels it provides to Genuih as compared to otlier companies purchasing its high-speed special 
access and regular special access services"): Appendix D. 

I 4  See. e.p., Be//.3r/a~tric%TE,Iirr~er Order at :: 5.  71-72 (slating lhai discrin1ination in tlie provision of Special 
access services should be readily detectable by the independent auditor), 74. 33Y. n.791. 

56 

See n. I2 supra. I >  

'' See Letter from Carol Matte!. Depuh Chief. Coninion C;imer Bure;ni. Federal Communications Conimission. to 
Ctnstopher Brown. hfitchell& Titus. LLP. at 1-2 (Nor.. 8.  2001) ("The Be//..lr/anric GTE Merger Order on its face 
contempla:es that the independent audtor n.ill revten Verizon's performance data for potentially discri~iunaton 
conduct.") (citing Be//.?r/aiiric GTENerger Order at 'r 70-75). 

See Letter from Christopher Brown. Mitchell & Titus. LLP. to Antllony Dale. Assistant Chief. Investig;~lions and 
Hearings Division. Enforcement Bureau. Federal Comniunicatioiis Coninussion. a1 3 (Feb. 2 5 ,  2002). 
I 8  See 47 U.S.C. S 202(a): In the Matter ofPerJorniaiice .Wea.vureiiient.v and Standardsjor Interstate Special Acces.v 
Semces.  CC Docket No. 01-321. Notice of Proposed Rulemaking. 16 FCC Rcd 20x96 at f? 8-9. 

IY See Toral Te/ecoi~ol~uiticatluil.v Sendces. Inc. I>. . A l h  Te/ephaiw C'unrpai!i,. Memorandum Opinion & Order. 16 
FCC Rcd 5726 at ' 33 (2001): see aka AiCI T~/eCo~ltniI~JtJcolioil.T Corp. I,. FCC. 917 F.2d 30. 39 (describing the 
Commission's three-step inquin for evaluating discrimination under 47 U.S.C. 5 202(a)). 

4 



3,  OC-n). Verizon has not provided a full response to the auditor because Verizon believes the 
request is "outside the scope" of the Genuity audit.'O As stated above. the request is Lvithin the 
scope of the audit because the requested data is necessary for the independent auditor to detect 
special access discrimination consistent with section ZO?(a). As a result. we direct \:erizon to 
respond h l ly  to its auditor's data request within 20 days of the date of this letter. 

If, after performing this 3-step analysis. Verizon's independent auditor still cannot 
provide an opinion, it must include performance data in the report so that the Commission may 
evaluate Verizon's performance. In addition, the independent auditor must document its \vork 
effort to determine discrimination in its workpapers. In the absence of these measures. Verizon's 
audit report will not be in compliance with the requirements of the hferger Order and the , M , / y r  
('vrrdi/rom 

If Verizon disagrees with any of the decisions or directives included in this letter, it may 
file an application for review with the Commission pursuant to section 1.1 15 of the 
Commission's 

If you have any questions concerning the issues raised in this letter, please contact Mark 
Stone of my staff at (202) 418-0816. Thank you for your cooperation. 

Maureen F. Del Duca 
Deputy Chief 
Investigations and Hearings Division 
Enforcement Bureau 
Federal Communications Commission 

cc 
John Horan, PricewaterhouseCoopers, LLP 
William Coburn, PricewaterhouseCoopers, LLP 
Steve Daukaus, PricewaterhouseCoopers, LLP 
Joe Atkinson, PricewaterhouseCoopers, LLP 
Christopher Brown, Mitchell & Titus, LLP 

'I Srr Venzon March 25" Letter ai 1 

" 4 7 C F R  $ 1  115 


